10

11

12

13

14

15

16

17

18

19

20

21

22

BEFORE THE
| LLI NOI S COMVERCE COMM SSI ON
I N THE MATTER OF: )
)
AT&T CORP. )
) no. 08-0544
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JUDGE RI LEY: Pursuant to the direction
of the Illinois Commerce Comm ssion, | cal
Docket 08-0544. This is an application by AT&T
Corp., for a certificate of |local and interexchange
aut hority to operate as a reseller and
facilities-based carrier of telecommunications
services in the State of Illinois.

Ms. Hertel, we begin with you, would

you enter an appearance, please.

MS. HERTEL: Appearing on behalf of AT&T Corp.,
Nancy Hertel, H-e-r-t-e-1, 225 West Randol ph,
Suite 25D, Chicago, Illinois 60606.

JUDGE RI LEY: Thank you.

MS. HERTEL: Also present in San Antonio with
M. Wal ker, our wi tness, and he may or may not be
speaking but 1'll enter an appearance for him is
Steven Strickland with AT&T, 175 East Houston
Street, H-o0-u-s-t-o-n, San Antonio, Texas 78205.

JUDGE RI LEY: Thank you.

And, sorry, there was another attorney

with M. Wl ker.

MS. HERTEL: That was M. Strickland, whose
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appearance -- | |

JUDGE RI LEY:

ust i ntroduced him

OCkay. Thank you.

And is there any other attorneys who

need to appear?

JUDGE RI LEY:

(No response.)

Then, Ms. Chang, will you state

your name and address for the record, please.

MS. CHANG: Yes, your Honor.

My name is Karen Chang. | am St aff
for Illinois Commerce Comm ssion. My | ocation is at
527 East Capitol Avenue, Springfield, Illinois
62701.

JUDGE RI LEY: Thank you.
And at this point, | guess we should

go off the record because we want to discuss this

matter of the active assumed nanmes.

JUDGE RI LEY:

(Wher eupon, a discussion
was had off the record.)

Back on the record.

Okay. We had a brief discussion off

t he record about

going to proceed.

t he active assumed names and we are
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Ms. Hertel,

did you want to cal

witness in support of the application?

MS. HERTEL: Yes. | woul d

Wal ker as ny wi tness.

JUDGE RI LEY:

MR. WALKER: Yes, sir,

JUDGE RI LEY:

called as a witness herein,

first duly sworn,

foll ows:

Q M. Wal ker,

SCOTT WALKER

DI RECT EXAM NATI ON

BY

Good nmor ni ng,

like to call

M . Wal ker.

good nor ni ng.

MS. HERTEL:

(W tness sworn.)

Pl ease proceed.

and after

a

Scott

havi ng been

was exam ned and testified as

did you prepare testinony

that's been marked as AT&T Corporation Exhibit

and it consists of

seven pages of

guestions and

answers?

A Yes, m' am

Q And in conjunction with that, did you
attach to that an Exhibit 1.1, which is a chart

1.0

al so

t hat
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shows the A-S-1 A-A-D-S structure?
A Yes, m' am
Q If | asked you the same questions that are
contained in your testimny and with the exhibit,
woul d your answers be the same today?
A Yes, m' am
Q Are there any clarifications or changes
t hat you want to make to the actual written
testinony itself?
A No, ma'am
MS. HERTEL: | would nove to admt Exhibits 1.0
and 1.1 into the record.
JUDGE RI LEY: OCkay. And | will hold ruling in
abeyance pendi ng any questions by Staff.
Was Mr. Strickland going to ask any
gquestions or are you handling it?
MS. HERTEL: No, | was.
JUDGE RI LEY: All right. Thank you.
Ms. Chang, |'m going to turn

M. WAl ker over to you for cross-exam nation.
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CROSS- EXAM NATI ON
BY
MS. CHANG:
Q M. Walker, this is Karen Chang.
A Yes, m' am
Q My question is related to the application
Question No. 16. And the question is, Does any
of ficer of Applicant have an ownership or other
interest in any other entity which has provided or
is currently providing telecommunications services?
And the answer is, Yes, some of the officers may
also be officers of other AT&T affiliates. s that
a correct answer?
A Yes, m' am
Q Okay. | have a question, regarding to when
we have directors and officers working at different
affiliates, does AT&T Corp., have polices they have

to all ocate that time?

A Yes, ma' am
Q Woul d you descri be how t hat works?
A I f the question is, if an enpl oyee of one

affiliate works for another affiliate that the tine
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is allocated equally?

Q Al l ocated equally.

MS. HERTEL: Ms. Chang, are you aski ng whet her
if there's an instance where there should be some
sort of exception time reporting, you know, |ike one
affiliate is regul ated, for exanple, and one is
unregul ated, whether to the extent an officer is,
you know, working on behalf of both, whether there's
some allocation of time to account for that, is that
your question?

MS. CHANG: Yes.

Q My question is strictly about tine
al l ocation and regul ated and unregul ated services.

A Yes, ma'am We have affiliates procedures

in place to make it clear that if one individual and

one affiliate, regulated or unregul ated, works for
another affiliate, that time is charged to the other
affiliate.

Q Okay. And AT&T Corp., plans to keep their
books outside of Illinois?
A Yes, m' am

Q Where would that be | ocated?
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A I n San Antoni o, Texas.

Q And do you have the address?

Yes, m' am It's 175 East Houston Street
in San Antoni o, Texas 78205.

Q Okay. Thank you.

A Yes, m' am

MS. CHANG: That's all the questions | have,
your Honor .

JUDGE RI LEY: Thank you.

EXAM NATI ON
BY
JUDGE RI LEY:

Q M. Wal ker, very briefly, let me ask you
with regard to those assumed names. Are you
famliar with them at all?

A Yes, sir. l'"man -- yes, sir.

Q And will AT&T Corp., be marketing itself to
II'linois customers under any of those assumed nanmes?

A No, sir.

JUDGE RI LEY: Okay.

And, Ms. Hertel, you had indicated

earlier that nost likely those names wll be

10
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transferred --

MS. HERTEL: Transferred. The process wll take

two or three weeks to do.
JUDGE RI LEY: Al'l right.
If you can indulge me for just two
m nutes, | had a document in ny hand and forgot to
bring it in here. So I'll be right back.
(Short pause.)
JUDGE RI LEY: Let's go back on the record.
Q M. Wal ker, to your know edge, does
AT&T Corp., intend to offer any operator-assisted
services?
A No, sir.
JUDGE RI LEY: That's all the questions that I

have.

Did you have anything further for the

wi tness, Ms. Hertel ?
MS. HERTEL: No, your Honor.
JUDGE RI LEY: Ms. Chang, does Staff have a

recommendation with regard to this application?

MS. CHANG: Staff has a positive recomendati on.

Staff agree that AT&T Corp., had the technical,

11
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financial and managerial capabilities to support the
certificate.

However, Staff reconmmend that we have
the three conditions previously posted under
Docket No. 04-0479, to continue in this particular
application.

MS. HERTEL: Your Honor, we don't believe that
the conditions would be appropriate to inpose.
These were conditions that had attached to AADS'
certificate, and they're outlined in the
Comm ssion's order in that proceeding, which |
believe is Docket No. 04-0479.

JUDGE RI LEY: Ri ght .

MS. HERTEL: And, you know, at the time that
t hose conditions were entered, they were entered
several years early and then they were subsequently
modi fied in 2004. AT&T Corp., would be -- AADS was
the only conpetitive carrier that, to our know edge,
had any kind of conditions inposed on its
certificate.

MS. CHANG: This is Staff.

| am t hi nking that for

12
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Cross-subsidization is still --

JUDGE RI LEY: | don't think the court reporter
got that, Ms. Chang.

MS. HERTEL: Cross-subsidization.

MS. CHANG: | am tal ki ng about the three
conditions under this other docket, but with a
different name. Again, AT&T Corp., is an affiliate
of other corporations, AT&T, Incorporated, as it
appears to be a parent conpany. This is a rel evant
condition, in my opinion.

JUDGE RI LEY: Ms. Chang, the only question |
woul d have is, when did this come up before? Had
any of these conditions fromthe prior docket been

mentioned to either the Applicant or to ne. Because

this is the first |I've heard of it?
MS. CHANG: Well, | had worked with M. Deno at
the beginning, | think it was Septenber, and we

tried to make this nost sense from AADS certificate
and go forward with AT&T Corp., certificate.
JUDGE RI LEY: Let me interject here.
s it my understanding that AT&T

Corp., is going to subsune AADS?

13
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MS. HERTEL: It's going to be merged into it.
JUDGE RI LEY: So what Ms. Chang is saying is
that the conditions that were imposed on AADS shoul d

now al so be inmposed on AT&T Corp.?

MS. HERTEL: That's my understandi ng of what
she' s sayi ng.

JUDGE RI LEY: My question would be, why were the

condi tions opposed on AADS? M. Chang, do you know?

MS. CHANG: Well, given the size of the conpany
and even -- well, as we all can see that many
different affiliates had -- went into different

names and the corporation structure have changed
this way and that. And it is still rather a concern
for different type of services that are being
operated under this big unmbrella.

JUDGE RILEY: Well, let me ask. Can you explain
to me what the three conditions are?

MS. CHANG: Okay. It was about
Cross-subsidization is the first condition.

And the second condition is between

affiliates that they shall have arm s-|ength

negoti ati ons.

14
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JUDGE RI LEY:
under st andi ng you.

The

Excuse nme. We're not

first condition was

cross-subsidi zati on?

MS. CHANG: Correct.

It reads exactly like this, AADS shal

not request or accept any

advant age from SBC

Il 1inois through cross-subsidization.

JUDGE RI LEY:

Al right. Now, how woul d that

apply to AT&T Corp.? Who

woul d they be prohibited

from getting cross-subsidization from?

MS. CHANG: AT&T Corp., after this transition

mergers will be directly bel ow AT&T, Inc.

JUDGE RI LEY:
Arm s-1ength negot

MS. CHANG: Al
SBC Il linois shal

negoti ati ons, shal

VWhat was the second condition?

iation,

you sai d?

| transacti ons between AADS and

be the

result of arm s-1length

| be reduced to writing and shall

be in accordance with the applicable regulatory

accounting rules and regul ati ons.

That

JUDGE RI LEY:

is very straightforward.

And what

is the third condition?

15
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MS. CHANG: The third condition is, AADS shal

not sell or provide any services offered pursuant to
any expanded certificate authority received in this
docket to any customer or end user at a price |ower
t han AADS costs, including the costs of any service
components utilized to provide said services to that
customer or end user.

Basically, it is saying that the rate
shall be above the cost. This is for the purpose of
equal conpetitiveness, if | may concl ude.

JUDGE RILEY: And you're saying that these

conditions are also relevant to AT&T Corp., in this
docket ?
MS. CHANG: It is very general. And affiliate

transactions is always very, very inportant between
conpani es -- between affiliates. The accounting
shoul d be precise and it should be readily avail able
to identify that it is independent.

JUDGE RI LEY: Ms. Hertel, state your response to
t hi s again.

MS. HERTEL: Okay. Currently, AADS, the company

that offers advanced data and broadband services to

16
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busi ness custoners, is the only carrier in the State
of Illinois, to our know edge, that provides only
conpetitive services that has conditions inposed on
it. And they were initially inmposed in a
certification case, and forgive me, | can't renmenber
the year, it was like in the '90s, and then the
conditions were narrowed, and these three conditions
remai ned in 2004.

And our position is, is that, you
know, there's this whole famly of, you know, AT&T,
there are probably five or six certified entities in
AT&T offering services.

JUDGE RI LEY: Ri ght .

MS. HERTEL: And although this entity is going
to be offering, you know, initially the services
t hat AADS offers, that the conpetitive environnment
has really changed and that it would be
i nappropriate to i npose these three conditions on
AT&T Corporation's certificate.

And, you know, the conditions, -- we
m ght qui bble with the wording of the conditions as

bei ng, you know, vague in some instances, it's not

17
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that, you know, AT&T Corp., doesn't recognize these
three conditions, but the Comm ssion has the tools
to enforce it, you know, should there ever be a
probl em and there hasn't been a problemin the,

you know, 15 to 16 years that AADS has been
operating and providing these types of services in
[11inois.

JUDGE RI LEY: Ms. Chang, ny biggest problemis
that this is a total surprise. None of this was
brought to my attention prior to this hearing.

MS. CHANG: | am sorry it is a total surprise.

It is strictly related because we are changi ng

AT&T Corp., the -- to substitute AADS. OCkay, AADS
will eventually go away. So their customers will go
under AT&T Corp. It's in the -- AT&T, Inc., and its

non-regul ated services, it used to be under the
Regul ation 272 audit. And | think nore than
anything this conditions are relevant and necessary.
JUDGE RILEY: Well, is it my understanding then
that Staff would not recommend the issuance of a
certificate unless those three conditions were

i mposed?

18
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MS. CHANG: | do not understand why -- since the
Conpany feel like it already is doing the things,
why would it be against it if it was right in the

order?

JUDGE RI LEY: | don't follow your response.

MS. CHANG: Okay. Staff feels that AT&T, Inc.,
and AT&T Corp., if they are already doing the
t hi ngs, you know, we are just being consistent from

t he previous CLEC cases certificate to the current

CLEC cases, because the consumer will be the same
consumers and management will be the same
managements and same technology will be applied.
This conditions should stay.

JUDGE RI LEY: See, the problem that | have is
that this AADS is going to disappear, as you said.
And, yet, you want these conditions that were
i mposed upon AADS to also apply to AT&T Corp.
because you say they're going to be in the same

situation.

MS. CHANG: Correct.
| am not reconmmendi ng for AADS or
SBC Illinois. | am recomending this condition to

19



10

11

12

13

14

15

16

17

18

19

20

21

22

be i mposed to AT&T Corp., in relation to AT&T,
| ncor por at ed.
JUDGE RI LEY: Counsel, is this the first you've

heard of this?

MS. HERTEL: | haven't had the discussions with
Ms. Chang, so | don't know if she -- you know, prior
to filing the application what discussions that were

had as to this point between --

MS. CHANG: Can we go off the record for a
m nute, please?

JUDGE RILEY: Well, | guess -- before we do that
| et me go back to my original question.

Would Staff's recommendation with
regard to this certificate change if the three
conditions were not adopted?

MS. CHANG: It was part of nmy recomendati on.

JUDGE RI LEY: Okay. So that is your
recommendati on, that the three conditions be
adopted --

MS. CHANG: Yes, your Honor.

JUDGE RILEY: -- for the certificate to issue.

MS. CHANG: Yes.

20
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JUDGE RI LEY:

JUDGE RI LEY:

called as a witness herein, and after having been

first duly sworn,

Okay. Let's go off the record.

(Wher eupon, a discussion

was had off the record.)
Back on the record.

(W tness sworn.)

DENO PERDI OU,

was exam ned and testified as

follows:
DI RECT EXAM NATI ON
BY
MS. HERTEL:
Q M. Perdiou, could you spell your first and
| ast name for the court reporter and state your
busi ness address.
A Deno, D-e-n-o0, Perdiou, P-e-r-d-i-o-u.
Q What is your business address?
A 555 East Cook Street, Springfield, Illinois

62721.

Q And by whom are you enployed and i n what

capacity?

A AT&T Illinois, Director of Regul atory

21
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Affairs.

Q And prior to the filing of the application
in this proceeding, the proceeding we're in today,
did you have any discussions with Staff regarding
t he application that we planned to file?

A Yes, we have.

Q And was there -- in the course of those
di scussions, were there any discussions regarding
the three conditions on the Ameritech Advanced Dat a

Services certificate that was issued in 04-0479?

A There were.
Q And what were those discussions?
A We di scussed the application of those

conditions in AADS and di scussed themin the context
of saying, Well, should they apply to the

Ameritech -- or AT&T Corp.? And as | said, the
conversations with Karen -- M. Chang, and

M . Zol narek (phonetic) and Staff, the concl usions
from those meetings | had is that we would not want
to impose it. That Staff was not going to recomend
the inposition of these conditions. That time had

passed. That the conpetitive | andscape had changed.
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That the necessity for these conditions did not
exi st anynore. That there were no violations
associ ated with these conditions. And, therefore,
Staff felt confortable in pursuing the Ameritech
Corp., certificate without the conditions.

MS. HERTEL: | have no further questions for
M . Perdiou.

JUDGE RI LEY: Thank you.

Ms. Chang, did you have any

cross-exam nation for M. Perdiou?

MS. CHANG: Staff has no cross-exam nati on.

JUDGE RI LEY: All right. M. Perdiou, thank you

very much.

As it stands right now, then, Staff's

recommendation is that the certificate issue with
the three conditions, to which AT&T Corp., has
obj ect ed.

MS. HERTEL: Correct.

JUDGE RI LEY: Do the parties want to take time
to brief this matter or should -- or ny feeling is
to simply submt the order to the Comm ssion with

t he argument.
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MS. HERTEL: | don't believe that we want to
take the time -- can we go off the record for just a
m nut e?

JUDGE RI LEY: Yes.

(Wher eupon, a discussion
was had off the record.)

JUDGE RI LEY: Okay. We have framed an issue
here with regard to the inposition of the three
conditions that Staff says should be a part of the
order comng from Docket 04-0479 and AT&T Corp., has
stated its objection and that's where we are right
now.

What it amounts to then is that at the
conclusion of this hearing | will prepare a proposed
order for the parties addressing all of the issues
in this matter and give time for exceptions, that
will be a very abbreviated time frame, given the
fact you want to get this done in Decenber.

MS. HERTEL: Preferably Decenber 3rd.

JUDGE RI LEY: And if not then, then at | east by
the 17th.

So that's where we are at this point.
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MS. HERTEL: M. Strickland, does that date work
for you, the 17th?
MR. STRI CKLAND: That works for us. W need to
try to keep it from slipping then.
MS. HERTEL: Okay.
JUDGE RILEY: All right. And then I will have a
very short date in there for the exceptions.
The matter of the exhibits.
Counsel, what | want to do is mark as
Staff Exhibit 1, it would be M. Wil ker's
testi nony --
MS. HERTEL: You mean AT&T Corp., Exhibit 1.07
JUDGE RI LEY: Exactly.
Exhibit 2 would be --
MS. HERTEL: 1.1 is how we had marked the
attachment . It was a chart showi ng the current
ASlI AADS structure.
JUDGE RI LEY: It was attached to his testimny?
MS. HERTEL: Yes.
JUDGE RILEY: Well, that will be included in
Exhibit 1.1.

MS. HERTEL: Okay.

25
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JUDGE RI LEY: And then Exhibit 2 -- the
financial information, where was that?

MS. HERTEL: The restated certificate of
i ncorporation, the certificate of good standing,
t hat what you're referring to?

JUDGE RI LEY: No, usually there's a bal ance

sheet, profit and | oss statenment.

is

MS. HERTEL: Oh. W attached the Annual Report.

JUDGE RI LEY: OCkay. 2 will be the Annual
Report. And what was that under?

MS. HERTEL: | failed to mark it. | believe
it's H but | didn't mark it down.

Deno, are you on-line? Could you I

real fast?

MR. PERDI OU: What did you need?

MS. HERTEL: The Annual Report that we
introduced into the record.

MR. PERDI OU: Okay. You needed the date for
t hat ?

MS. HERTEL: No, just what exhibit number it
was, Appendi x H.

Your Honor, we did mark one exhibit

ook

as
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proprietary. W did a C-1 chart of accounts that
was public and then we did a C-1 and it ended up in

two parts on e-Docket, but that was the proprietary

version.
JUDGE RI LEY: | have a note here that it is
proprietary and we'll get to that in just a second.
For Exhibit 3.0, | wanted to mark the
resumes that were filed as Appendix G

And it is nmy understanding, then, that
you are moving for the adm ssion of Exhibits 1.0,
1.1, 2.0 and 3.0 into evidence?
MS. HERTEL: Yes, | am your Honor.
JUDGE RILEY: And, Ms. Chang, does Staff have an
objection to all or any of the exhibits?
MS. CHANG: Staff has no objection.
JUDGE RI LEY: And Exhibits 1.0, 1.1, 2.0 and 3.0
are adm tted.
(Wher eupon, Applicant's
Exhibits 1.0, 1.1, 2.0 and
3.0 were admtted in
evi dence.)

JUDGE RI LEY: There's no need to keep -- | can
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find the Annual Report on the Comm ssion Web site,
that won't be a problem
We have covered everything, then, |

think. There is nothing left, then, for nme to do
than direct the court reporter to mark this matter
heard and taken and | will issue the proposed order
today, if possible, no |ater than tomorrow and we'l
have a very short date for exceptions.

MR. PERDI OU: Judge, | did find it, it's
Appendi x I.

JUDGE RI LEY: Thank you very much.

HEARD AND TAKEN

28



